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" Board.of Trustees S
Midvalley Improvement District
* Midvale, Utah - - C

We have audited the aéconlpénying financial statements of Midvalley Improvemént District (the District), as of -
December 31, 2006, as listed in the table of contents. These financial statements are the responsibility of the
District’s management. Our responsibility is to express an opinion on these financial statements based on our audit.

"We conducted our audit in accordance with auditing standards generally accepted in the United States of America
 and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
* Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain’
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes.
‘examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit -
also includes assessing the accounting principles used and significant estimates made by management, as well as’
~ evaliating the overall financial statement presentation. We believe that our audit provides a reasdnablg: basis for our
opinions. C ‘ : . ‘ ‘ : : -

In our 6pi1iion, the financial statements referred to above present fairly, in all material respects, the financial posiﬁoh
of Midvalley Improvement District, as of December 31, 2006, and the respective changes in financial position and
cash flows for the year then ended in conformity with accounting principles generally accepted in the United States:
of America. - P : ‘ o : '

In accordance. with Government Auditing Standards, we have also issued a report dated May 21, 2007 on our

~consideration of the District’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grants.. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in considering
the results of our audit. = Yo : : ‘ o o S R
The management’s discussion and analysis on pages 2-5, is not a required part of the basic financial statements but .
is supplementary information required by accounting principles generally accepted in the United States of America.
We have applied certain limited procedures, which consisted principally of inquiries of management regarding the

“+ methods of measurement and presentation of the required supplementary information. ‘However, we did not audit
* the information and express no opinion on it.. ‘ i ‘

To g

May 21,2007

' Telephone (801) 262-4554 1 5292 So. College Dr., Site 101
Fax (801) 265-9405 . Salt Lake City, Utah 84123 .




 MIDVALLEY IMPROVEMENT DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS

As management of Mldvalley Improvement Dlstnct (the D1str1ct) we present to the teaders of our ﬁnanclal
statements this discussion and analysis of the District’s financial performance for the year ended December 31,
2006. This report should be read in conjunction with the District’s financial statements and accompanymg potes to
enhance the reader’s understandmg of the District’s ﬁnanc1a1 activities.

Fmanclal nghllghts

e . The assets of the District exceeded its liabilities as of the close of the most recent year by $14, 686 709. Of ‘

this amount $9 326, 496 (unrestricted net assets) may be used to meet the District’s ongomg obhgatlons to -

the citizens.
‘e Capital contributions made in the form of sewer lines from developers mcreased $l79 271...
Net assets have decreased by $9,613.

‘ _' Overwew of Financial Report -

This dlscussxon and analysis are intended to serve as an introduction to the District’s basic financial statements. The

" District’s basic financial statements are comprised of two components: 1) financial statements and 2) notes to the

ﬁnancml statements

The District’s ‘financial statements are prepared on the accrual basis of accounting in accordance with generaliy
accepted accounting principles in the United States, promulgated by the Governmental Accounting Standards Board.

The District reports as a single enterprise fund. Enterprise funds are used to account for operations that are financed
and operated in a manner similar to private businesses, where the intent is that all costs of providing certain goods
and services to the general public be financed or recovered primarily through user charges. The accrual method of
accounting is used for this fund. Under this ‘method, revenues are recorded when earned and expenses are recorded

_ at the time liabilities are incurred. - These statements provide both long-term and short-term information about the.
- District’s overall financial status The financial statements are comprised of three statements and related notes to the
. financial statements. : .

The statement of net assets presents information on all of the assets and liabilities of the District, w1th the dlfference
between the two reported as net assets. Over time, increases or decreases in net assets may serve -as a useful
indicator of whether the ﬁnancnal position of the District is lmprovmg or detenoratmg ‘

The statement of revenues, expenses and changes in net assets presents 1nformat10n showmg how the District’s, net -
assets changed during the fiscal year reported. All changes-in net assets are reported as soon as the underlying event

- giving rise to the change occurs, regardless of the timing of related cash flows. Thus, all of the current year s

revenues and expenses are taken into account regardless of when the cash is received or paid.

The statement of cash ﬂows presents information on the cash recelpts cash payments and change in cash resultmg

" from operations, investing, and financing activities. This statement answers questions such as where did the cash
' come: from, what was the cash used for, and what was the change in the cash. balance dunng the reportmg penod

The notes to fi nancial statements prov1de additional information that is essential for a full nnderstandmg of the data . '
provided in the financial statements. The notes are part of the basic ﬁnancml statements . : : Do




> : MIDVALLEY IMPROVEMENT DISTRICT -
MANAGEMENT DISCUSSION AND ANALYSIS (Contlnued)

Financial Statement Analysis_ B

To begin our an'alysis, a summury of the District’s balance sheet is presented in the schedule below.

Net Assets ‘
2006 2005
Assets: o
Cutrent and Other Assets o $ 9,996,216 $ 9,885,721
Capltal Assets o 5,314,729 5,321,180
Total As_sets : $§ 15,310,945 $ 15,206,901 -
Liabilities: . ‘ e
Current Liabilities $ 381,426 § . 289,143
Other Liabilities 242 810 221,436
Total Liabilities 624,236 510,579
Net Assets:
Invésted in Capital Assets ‘ ,

Net of Related Debt ‘ . ‘ . 5,314,729 5,321,180
Restricted for developer bonds s ' _ ' 45,484 38,961 -
Unrestncted S 9,326,496 9, 336 181

Total Net Assets 14,686,709 14, 696 122

Total Lmbllltles and Net Assets

The bélance sheet mcludes all of the District’s assets, hahlhtxes and net assets' which are categorized as either

invested in capital assets, net of related debt; or unrestricted. . As noted earlier, net assets may serve over time asa
. useful indicator of a government’s financial position. In the case of the District’s, assets exceeded habllltles by . .
$14,686,709 as of and for the year ended December 31, 2006. :

The largest portion of the District’s net assets (63.5%), reflects the unrestncted poruon of net assets, which may be ,

used to meet the Dlsmct’s obhgatlons to customers, employees, and to honor next year’s budget.

o Another portlon of the Dlstnct s net assets (.3%) is cash received from developers as a bond. Funds are retu.med to,
‘ 'developer upon the Districts acceptance of infrastructure constructed by the developer. :

_ The remammg portxon of the sttnct s net assets (36 2%) reﬂects ‘the Dlsmct s mvestment in capltal assets (e g .
fand, bulldmgs and sanitary sewer pipe), less any related debt used to acquire those assets that is still outstanding.

Resources needed to repay capital-related debt must be provided from other sources. At the close of the current year
there was no outstandmg debt relating to the acqulsltlon of cap1tal assets.

$ 15310945 . $ 15,206,901




current year. Other opérating income represents 4% of revenue for the year and primarily consists of inspection fees
which are directly related to growth within the District. Interest income and gain on sale of asset represent the
Districts portion of rion-operating revenues for the current period and represent 19% of Total Revenues. '

_ Overviéew of District Expenditures

- . The District ‘has foar major costs of operation: 'disposal plant operations (24%), salaries and benefits (39%),

depreciation (10%), and adrinistrative costs (13%). The depreciation represents the estimated cost or portion of the

" - existing system used for operations,  Non-operating expense represents the District’s portion of the current year loss
on théir equity investment in the South Valley Water Reclamation Facility and accounts for 14% of expense for the

current period

l - . © MIDVALLEY IMPROVEMENT DISTRICT
i I o - 'MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
P - o " Changes in Net Assets _
' L R 2006 2005 .
- Revenues .~ = .0 . : : I . B
e . Sewer service fees - - _ $ 1,281,991 - $ 1,269,208 .
. Other opererating income - S ) , ‘ 70,922 + 45,765
Interest income AR | 310,210 - 210,811 -
PR “Gain on'sale of asset ' ‘ ‘ - 3,671
' | ' Total Revenues = | | 1,663,123 ' 1529455
 Expenses . o o _ :
l Disposal plant operations 449,239 _ 440,931
! Salaries and benefits : ‘ 719,972 657,651 -
Depreciation Expense . : _ 192,219 ' 205,485
_ Administrative costs . ' "~ 237,708 : 191,956
| B 3 Ndn-operaﬁng Expense R ’ . ‘ . 252,869 181,296
'  Total Expenses 1,852,007 1,677,319
I Loss Before Capital _.Contribuﬁons ' . ' (188,884) (147,864)
" Capital Contributions - 179271 86,177
- -Change in NetAssets'. o R C (9,613) (61,687.).
l - Net Assets - Beginning of Year o 14696322 - 14,758,009
" NetAssets-End-of Year - | © § 14686709 _§ 14,696,322
l | Overview of District Re&ei_m’é
' The District has three primary sources of revenue: sewer service fees, other operating income and ihtefé’st income.
' Sewer setvice fees are charges billed to customers for sewer service and represent 77% of operating revenue for the




' MIDVALLEY IMPROVEMENT DISTRICT |
'MANAGEMENT DISCUSSION AND ANALYSIS (Continued) -

Capital 'Confribufiﬂns'- o

Capital Contributions are made in thc form of main sewer lines which are dedicated to the District by developers.
The District requires the developer to design and install, at the developer’s expense, sanitary sewer lines for each.
new subdivision. The design and installation of the lines are reviewed and approved by the District’s Engineer. The "

" lines are subject to the District’s specifications and are inspected by the District’s Engineer during construction. The

District requires testing and approval before the lines are accepted into the system
Overview of Capital Expenditilres

The primary aiea associated with capital expenditures within the District is with the expansion and upg;ade of the
South Valley Water Reclamation Facility. : ‘ ‘ o S

. Investment Sbuth Valley Water Reclamation Facility

‘ .' The South Valley Water Reclamation Facility (Facility) was organizéd on June 23, 1978, pursuant to the: interlocal
Agreement of the State of Utah by two cities and three other governmental entities. The purpose of the Facility was

to construct and operate regional sewage treatment facilities for the benefit of the five members. in August 2003,
the Facility became a legal entity as a special district under State Law, rather than a joint administrative entity. The
Facility is located at 7495 South 1300 West, West Jordan, Utah. The Facility is administered by a board of trustees
with representatives from the. five entities. Each member entity appoints one member to the board, and voting’
power is not related to the percentage of ownership. Therefore, each member is equal to another for voting -
priviléges. The board is responsible for adopting a budget and provides the financing for Facility operations.

The following isa recap of the related ownership interests and the equivalent capacity of “ownership in the treatmént

~ plant-as of 2006.
B Percent | MGD

South Valley Sewer District o | 3472% 1320
‘West Jordan City Corporation 28.22% 1072
Sandy Suburban Improvement District o 20.17% 766
Midvalley Improvement District ‘ ‘ 10.11% ‘ - .3.84
Midvale City Corporation - : 6.78% - 2.58
AT | 10000% 380

- South Vallex Water Ré_clamatio'n Facility — Phase 4 Expansion Project

" The current phase of the Reclamation Facility plant expansion will increase its capacity to 50 MGD (million gallons
. per day) at an’estimated cost of $21.9 million. The Reclamation Facility expansion commenced construction in
-2000 and is scheduled for completion by 2009. The District is not purchasing any of the. expansion capacity.

* Concurrent with'the expansion, there are upgrades planned for the treatment facility which are‘estimated to cost -

approximately $39.7 million (the “Reclamation Facility Project”), of which the Districts share is estimated at $2.6
million. It is anticipated that the District will finance its portion through cash reserves. R ‘

Requésts For Information : .

! This financial report is designed to provide a general overview of Midvalley Improvement District’s finances for all
** those with an interest in the government’s finances. Questions concerning any of the information provided in this

report or requests for additional information should be addressed to the Midvalley Improvement District, General
Manager, 160 East 7800 South, Midvale, Utah 84047. ' ‘ : ‘
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' MIDVALLEY IMPROVEMENT DISTRICT

'STATEMENT‘ OF NET ASSETS
December 31,2006 - -

Assets

Current Assets
Cash and cash equivalents
Accounts receivable
Prepaids
Other current assets

" Total Current AsSets ‘

Capitel Assets. -
Land :
Other Capital Assets net o

Total Cap_ltal Assets

" Other Assets

Restricted cash - developer deposits
Investment in' South Valley Water -
Reclamation Facility (SVWRF)

Total Other Asset
Total Assets’

'Liabili_ties and_ Net Assets

o Current Liabilities .

Accounts payable

Amount due to SVWRF
‘Accrued compensated absences
Deferred revenue

Total Current Liabilities‘__.

Long-Term Lmbllltles

Refundable deposits - payeble from restricted cash
Accrued compensated absences

Total Long-Term Liabi;lities '

" Total Liabilities“ |
: INet Assets

" Invested in capital assets, net of related debt
Restricted for developer dep051ts
Unresmcted '

: Total Net Assets
' -Total Llabllltles and Net Assets

“The accompanying notes are an integral part of these financial statements.

.6..,

6,256,882
56,515 .

043

6,314,340

198,764
5,115,965 -

5,3'14,729'

- 45,484

3,636,392

3,681,876

15,310,945

44,693
212,094
52,805

71,744

381,426,

44,690
198,120 -

' 242,810

624236

5314729

45484

9,326,496

14,686,709

$.

- 15,310,945




MIDVALLEY IMPROVEMENT DISTRICT : o

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

For the Year Ended December 31, 2006

Oper'nting Revenues - -
Sewer service fees
Other operatmg income

Total Operatmg Revenues

Operatmg Expenses ' o
Disposal plant operations .
Salaries and wages-

Payroll taxes -
Employee benefits -

~ Depreciation
Engineering fees - ‘
Office supplies and expense .
Insurance
Legal and aecountmg .

- Maintenance of sewer lines
Auto and truck expense
Repairs and maintenance -
Miscellaneous

~Bank agent service fees

‘ .Total Operating- Expenses
" Loss From Operatlons

N on-Operatlng Revenue (Expense)
~ Interest income
' Loss from equxty mvestment in joint venture

Total Non-Operatmg Revenue (Expense)
Net Income (Loss) Before Contrlbuted Capital
Contrlbuted Capltal Lmes ,
Change In Net Assets

Total Net Assets, Begmnmg of Year .
. 'Total Net Assets End of Year :‘

" The accompanying notes are an integral part of these financial statements.

7_.

$

1,281,991
70,922

1,352,913

449,239
474,101 -
136,269
209,602
192,219
© 26,744
71,929
52,260
29,700.
3,750
25,872
6,874

20,579

1,599,138

(246,225)

1310210
(252,869)

- 57,341

(188,884)
179,271

(9,613)
14,696,322

.

14,686,709




'MIDVALLEY IMPROVEMENT DISTRICT
STATEMENT OF CASH FLOWS. _
For the Year Ended December 31,2006 -

Cash Flows from Operating Activities

1,364,784

Cash received from customers and users o o | | $ ‘
Payments to suppliers ‘ ' ‘ ~ (553,705)
Payments to employees (700,369) -
Net Cash From Operating Activities 110,710
Cash Flows From Investmg Actmties . .
Interest income " 310,210
Contributions to SVWRF (541,387)
Net Cash From Investing Activities (231,177)
Cash Flows From Capital and Related Fmancmg Activities o
Purchase of property and equipment . - (6,497)
‘Cash bonds from developers 0
Restricted cash - net (increase) decrease (6,523)
'Net Cash From Capital and Related Financing Activities (13,020).
Net Increase (Decre_ase) in Cash and Cash Equivaiehfs (133,487.)l :
Cash'and Cash Equivalents, Beginning of Year _ 6;385,302
C‘ash,an‘d‘ Cash' E_quivale‘nts, End of Year ' S L $ 6,251,815
.Reconcihatlon of Operatmg Income to Net Cash from Operatmg Activities .
(Loss) from operatlons _ ' $ (246,225) I ‘
Adjustments to rec_oncﬂe loss from operations to net cash ' -
from operating activities -
Deprecia-tidn eipeﬂse ) 1 92,219
(Increase) décrease in current assets T
~ Accounts receivable 11,849
Prepaid Expenses . 44,276
Inc‘rease-'(dectéase) in current liabilities S
.Accounts payable _ 88,967
Accrued liabilities L ‘ 19,603 -
Deferrcd revenue : L 21
s

110,710

Net Cash From 0peratmg Actnvntles

‘The accompanying notes are an integral part of these financial statements. _

g ;




MIDVALLEY IMPROVEMENT DISTRICT
STATEMENT OF CASH FLOWS
December 31 2006

Supplemental Information
Noncash Investing, Capltal and Fmancmg Activities
During 2006, the Dlstnct recelved as contnbuted sewer line capital of $ 179 271

The District recogmzed a net loss of equity in the SVWRF of $252,869.

‘The accompanying notes are an integral part of these financial statements.

9




MIDVALLEY IMPROVEMENT DISTRICT
' NOTES TO FINANCIAL STATEMENTS

' NOTE1 REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity , . : :
Midvalley Improvement District' (the District), is a special taxing district operating in a certain
geographical area of Salt Lake County, Utah. The District was organized in 1954 for the purpose of
* constructing and maintaining the area’s sewer system.. On March 9, 2005, the District adopted a
' resolution changing the name of the district from Salt Lake City Suburban Sanitary District No. 2 to the

'Midvalley Improvement District. o

The District is a separate legal entity with three members on the Board of Trustees. The District is not

included in any other governmental “reporting agency” as defined by Thé Governmental Accounting
~ Standards Beard (GASB), GASB Statement 14 pronouncement, since the Board of Trustees is elected °

by the public and has decision making authority, the authority to levy taxes, the power to designate
management, the ability to significantly influence operations and primary accountability for fiscal. .
matters. In addition, there are no component units as defined by GASB Statement 14 which are

included in the District’s reporting entity.

Summary of Significant Accounting Policies: : :
The accounting policies of the District conform to accounting principles generally accepted in the
United States of America as applicable to government entities. The District has elected, under GASB
Statement 20, to follow the pronouncements issued by the Financial Accounting Standards Board, unless
those pronouncements conflict with or contradict GASB pronouncements. ‘ '

Financia] Statement Presentation and Basis of Accounting .
The District prepares its financial statements on an-enterprise fund basis. Enterprise funds are used

to account for operations that are financed and operated in a manner similar to private businesses,
where the intent is that all costs of ‘providing certain goods and services to the general public be’ .

financed or recovered primarily through user charges, or where it has been deemed that periodic =
determination of net income is appropriate_ for capital maintenance, public policy, management
control, accountability, or other purposes. Accordingly, the District's financial statements are
presented on the accrual basis of accounting. Revenues from operations, investments, and other
sources are recorded when earned and expenses are recorded when liabilities are incurred. g

Cash and Cash Equivalents _ g _
For the purposes of these financial statements, cash and cash equivalents are defined as cash on

hand, demand deposits, and funds invested in the State Treasurer’s Investment Pool which are
available for immediate withdrawal. : . ‘

" Allowance for Doubtful Accounts o o :
" ‘The District has not set up an allowance for doubtful accounts for receivable of sewer service fees,
'Unpaid fees are certified to the County and attached as liens on the related real estate. I

- Property, Equipment and Sewer Systems o oL o
- The District records property and equipment additions at cost when purchased or- constructed, -
'Normial maintenance and repairs, which neither materially add to the value of the property nor
appreciably prolong its life, are charged to expense as incurred. Sewer lines- constructed by
developers and conveyed to the District are recorded at estimated fair market value provided by
- construction-engineers. The lines are recorded as contributed capital when completed and accepted
" by the District. L BT : - o

10




' MIDVALLEY IMPROVEMENT DISTRICT . -
 NOTES TO FINANCIAL STATEMENTS (Contlnued)

NOTE 1 REPORTING ENTITY AND SUl\/IMARY OF SIGNIFICANT ACCOUNTING POLICIES
' (Contmued)

. Summary of Si. ﬁcant Acceuntin Policies Centinncd :

. Pronertv Equmment and Sewer Systems ( Contmued)

:'Depreelatlon is computed using the stralght-hne method over esnmated useful llves of the assets as

follows: '
. . _ - : AR Estimated
Types of Property and Equipment - - o ‘ - Useful Lives.
_Bnildings ' . _‘ . S 10.~4l)years
* Sewer systems : - .. S0years
- Equipment and vehicles o - . .. T-l0years

, Inveslment in Joint Venture
The District accounts for its investment in the South Valley Water Reclamatlon Facﬂlty (SVWRF)
using the equity method of accounting. . , . ‘

. Vacation and Other Compensated Absences -
‘District employees are entitled to certain compensated absences based on their length of

employment. Vacation hours accrued during the precedlng calendar year may be carried forward.
,one calendar year ‘

Post:Retirement Beneﬁts
The District offers post-retirement health insurance benefits to employees based on their length of
. employment. Expenditures for post-retirement health care benefits are recogmzed on a monthly
basis as the premiums are paid. For the year ended December 31 2006 no costs associated with
post-retuement benefits were incurred.-

. Deferred Revenue
" Deferred revenue represents sewer fees billed to customers i in advance for wh1ch payment has been
“received but not eamed :

Budgets ets
_The budget is adopted by resolution of the Board of Trustees and filed with the State Audltor'
annually. “All annual appropnatwns are mamtamed on an accrual basis and lapse at ﬁscal year end.

B -'Management Estimates and Assumptlons ' ' : :
. Theé preparation of financial statements in conformlty with accounting pnnclples generally accepted

" in'the United States of America requires management to make estimates and assumptions that affect

. the reported amounts of assets and liabilities at December 31, 2006 and the revenues and expenses
during the reporting the year then ended. Actual results could dlffer from those estlmates made in
the preparatlon of the ﬁnanc1al statements : ‘

11




MIDVALLEY IMPROVEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS (Contmued)

NOTE 2 CASH AND CASH EQUIVALENTS

The Dlstnct s deposrt and investment pollcy is to follow the Utah Money Management ‘Act. However,
‘the District does not have a separate deposrt or investment policy that addresses- specxﬁc types of depos1t
and investinent nsks to whxch the District is expdsed

The Dlstnct follows the requirements of the ‘Utah Money Management Act (Utah Code Annotated 1953,
Section 51, Chapter 7) in handling its depository and investment transactions. This law requires the
depositing of District funds in a "qualified depository”. The Act defines a "qualified depository" as any.
financial institution whose deposits are insured by an agency of the Federal government and which has

~ been certified by the state commissioner of financial institutions as meeting the requirements of the Act
and adhenng to the rules of the Utah Money Management Council. :

- The Money Management Act also govemns the scope of securities allcwed as appropriate investments for
~ the District and conditions for making investment transactions. Investment transactions are to be
conducted. through qualified deposrtorles or primary reporting dealers.. ‘ S

As of December 3 l, 2006, the District had the following deposits and investments:

- Carrying . ‘ \ ' . Credit
* - Amount Fair Value Maturity Rating (1)
. Cashondeposit - - - § 143-,674- $ 205288  NA  NA
 Utah Public Treasurer's ; D - to C
Investment Fund -~ - - 6, 158 692 6,158,735 N/A _ N/A

“Total cash and investments _§ 6302366 . § 6454016

| (1) Ratings are pro'Vided u/here applicable to indieated associated Credit Risk.
N/A indicates not applicable . o

The District’s cash and cash equivalents and investments are exposed to certain_ri_sks as outlined below:

. Interest rate hsk is the risk that changes in the interest rates will adversely affect the fair value of
- an investment. The District manages its exposure by investing only in the Utah Public Treasurers -
) ‘Investment Fund .

" Credit risk is s the nsk that an issuer or other counterparty to an investment w111 not fulfill its
. .obligations. The District only invests in the Utah Public Treasurer’s Investment Fund. As of
: December 31, 2006, the Utah Public Treasurer s Investment Fund was unrated. T o

‘Concentratlon of credit risk is the risk of loss attnbuted to the magmtude of a govemment’
" investment in a single issuer. The Dlstrlct s investment in'the Utah Pubhc Treasurer’s. Investment
Fund has no concentration of credit risk. . ’ ‘

" Custodial credit risk — deposits is the risk that in the event of 2 bank fallure, the Dlstrlct ] deposrts ‘
‘may not be returned to it. The District has funds deposited in a bank which is covered up to' .
~ $100,000 by federal depository insurance.- As of December 31, 2006 $195,281 of the District’s -
-~ bank balance was exposed to custodial nsk because it exceeded the limits of coverage by the
federal deposxtory insurance. Lo - - L '
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MIDVALLEY IMPROVEMENT DISTRICT
'NOTES TO FINANCIAL STATEMENTS (Contlnued)

N OTE 2 CASH AND CASH EQUIVALENTS (Contmued)

" Custodial credit risk — investments is the rrsk that in the event of the fallure ofa counterparty the

 District will not be-able to recover the value of its investments that are in the possession of an

: outside party. The District’s investment in the Utah Public Treasurer’s Investment Fund has no
* custodial credit risk. .

The District invests in the Utah Public Treasurer’s Investment Pool (PTIF), which is a voluntary external
Local Governmental Investment Pool managed by the Utah State Treasurer’s Office and is audited by
the Utah State Auditor. No separate report as an external investment pool has been issued for the PTIF.
The PTIF is not registered with the SEC as an investment company, and is not rated. The PTIF is
authorized and regulated by the Utah Money Management Act, (Utah Code Title 51, Chapter 7). The
PTIF invests in high-grade securities which are delivered to the custody of the Utah State Treasurer, -
assuring a perfected interest in the securities, and therefore, there is very little credit risk except in the
most unusual and unforeseen circumstances. The maximum weighted average life of the portfolio does

* not exceed 90 days. Deposits in the PTIF are not insured or otherwise guaranteed by the State of Utah,

and participants share proportionally in any realized gains or losses on investments. The PTIF operates.
and reports to participants on an amortized costs basis. The income, gains, losses, net of administration '
fees, of the PTIF are allocated to participants on the ratio of the participants’ share to the. total funds in ‘
the PTIF based on the participants’ average daily balance. The PTIF allocates income and issues
statements on-a monthly basis. Twice a year, at June 30 and December 31, which are the accounting
periods for public entities, the investments are valued at fair value and participants are informed of the

: falr value valuatron factor Additional information is available from the Utah State Treasurer ) Ofﬁce

The followmg isa summary of the District’s cash and investments as of December 31 2006

 Carrying
- ‘ S . : ‘ _ ‘ Amount
* Utah Public Treasurer's Investment Fund L . - $ 6,158,692
Cash ondeposit . ' o 143,674 ‘
Total Cash and Investments ‘ .+ $ 6302366
As reported on the Statement of Net Assets: L : e :
" Cash and cash equivalents . _ ‘ ) o 8 6256,882
Restncted cash: . o . ‘ e
- developer bonds T _ - Co . 45,484

$ 6302366
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MIDVALLEY IMPROVEMENT DISTRICT
 NOTES TO FINANCIAL STATEMENTS (Continued)
NOTE 3 CAPITAL ASSETS

At December 31, 2006, property, equipment, sewer systems and the related accumulated deprecratron
are. summanzed as follows: ‘

- 2005 Additions - Deletions - 2006

Capital Assets not being
depreciated : o _ . .
Land . BN : $ - - 198,764 $ - 8 - .- % = 198764
Total Capltal Assets niot ' ) o ) _ _
- Being Depreciated . $ 198,764 $ -8 - $ - 198,764
Other Capital Assets B .
Buildings and improvements $ 1,051,047 : $ (11,361) 8 1,039,686
Sewer syStems 7,209,713 179,271 : - 7,388,984
Equipment and vehicles 866,806 6,497 (53,273) - 820,030 .
Total Other Capital Assets 9,127,566 185,768 (64,634). | 9,248,700
Less: Accumulated Deprecutlon o , ‘
Buildings and lmprovements (378,002) (28,652) - 11,3610 (395,293)
Sewer systems . (2,908,930) (130,020) . _ - '(3,0'38,95_0)
Equipment and vehicles (718,218) (33,547) 53,273 . (698,492) -
'TotalAccumuhted Depreciation . (4,005,150) (192219) 64,634 (4,132,735) "
* Other Capital Assets, net . ‘ $ 512416 § (6451) $ - § 5115965

Deprecratlon expense of $l92 219 was charged to operating expense for the year ended December 31,
2006 g

NOTE 4 ACCOUNTS RECEIVABLE AND DEFERRED REVENUE

Accounts Recervable ‘ : : '

At December 31, 2006, the District has recorded $56 515 of accounts recervable from customers for:
sewer service fees. Accounts receivable for sewer fees do not have an allowarnce for doubtful accounts
since the Dlstrlct annually places liens on outstanding accounts with the County Treasurer on August 31 :

Consequently, the D1str1ct has full recourse on matenally all their accounts recervable As of December
31 2006 the Drstnct had $12 852 of hens included in the receivable balances.

Deferred Revenue ‘ o PRI SR
During the fiscal year 2006, the District pre-billed customers for sewer charges The District has
recorded $71,744 of deferred revenue at December 31, 2006, which represents the unearned port1on of
the sewer fees bllled and collected .
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MIDVALLEY IMPROVEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)
* NOTE’S INVESTMENT IN SOUTH VALLEY WATER RECLAMATION FACILITY

During 1978, the District entered into a joint venture with two other special districts and two other cities
to form the South Valley Water Reclamation Facility (SVWRF). The joint venture was organized to
construct and operate a regional sewage treatment facility for the benefit of the five members. :

The five ﬂiiembgrs'and their related ownership interests are listed below and are based on the members’
ownership of SVWRF’s current MGD capacity, and not the ownership of future capacity that is
currently under construction. ' - ‘

Percent . - MGD

- South Valley Sewer District - C347% . 1320
West Jordan City Corporation 28.22% - 1072 .
' Sandy Suburban Improvement District 20.17% - 7.66"
‘Midvalley Improvement District 10:11% . 3.84.
Midvale City Corporation ' ‘ 6.78% 2.58
' L 100.00% ' 38.0 ¢

‘The joint venture is administered by a board of trustees. Each member appoints one member to the .
board, and voting power is not related to ownership. Therefore, each member is equal to another for
voting privileges. The joint venture is responsible for adopting a budget and financing its operations,
subject to the approval by each of the five members. Each member is billed its share of operating costs
based on the member’s metered usage. The District’s paid operating costs of $449,239, and capital
contributions of $541,387 to the joint venture for the year ended December 31, 2006. As of December
31, 2006, the District had payables of $212,094 to the joint venture. ' :

The following are condensed summaries of the joint venture’s audited balance sheets at December 31,
2006 and statements of operations for the years then ended. The amounts at December 31, 2006 were
provided from separate audited financial statements, which are available at the office of South Valley
Water Reclamation Facility, 7495 South 1300 West, West Jordan, Utah 84084. ' ‘

o 2006 2005
Assets . ' i} o
Curtentassets -~ § 23326415  § 23,129,680
‘Property,.plant and equipment, net 59,124,624 47,696,381 -

' Total Assets SR § 82451039  § 70,826,061

- Liabilities and Fund Equity . , o -
Current liabilities | 0§ 4083253 $ 1,587,795

Long-term liabilities " o . 20578121 - . . 20,098,900
Net assets - _ o _ o 59,789,665 - 49,139,366
Total Liabilities and Fund Equity L o 8 84,451,039 $ 70,826,061
15 -




MII‘)‘VALLEY‘I‘MP'ROVEMENT DISTRICT ,
NOTES TO FINANCIAL STATEMENTS (Contmued)

' NOTE 5 ]NVESTMENT IN SOUTH VALLEY WATER RECLAMATION FACILITY (Contmued)

| 2006 2005

' Operating revenues $ 7905836 § 7477888
Operating expenses . _ . (8090503) _  (7,221,583)

“ " Operatinig income | L (184,667) . - 256305
Depreciation | . (3,540985) . (3,018257)
Other income/expense : C '184,667 44421

Net‘loss from operations ‘ ~$ (3,540,985) - $ (2‘,717,531)

‘ \The amount of the investment in SVWREF is carried at an amount that is ‘less than the DlStrlCt s

ownership percentage of the underlying equity in net assets as shown in SVWRF’s December-31, 2006
audit report. The difference is due to SVWRF basing the members’ ownership on current MGD, and not
the ownership of future capacity that is currently under construction. SVWREF is currently constructing

.additional capacrty, called Phase IV, by adding an additional 12 MGD, for a total of 50 MGD, of which’ .

the District is not purchasing any of the additional capacity. When SVWRF has completed Phase IV-
the District will have an ownership mterest in SVWRF of 7.68% L :

NOTE 6 RETIREMENT PLAN :

Plan Descnptlo

‘ The District partlclpates in the Utah State Retirement Systems which are multlple employer cost sharmg: e
 retiremerit systems providing defined benefits based on years of service and highest average salaries.

The Utah Public Employees Retirement System (the System) covers substantially all eligible employees-
of the State of Utah and partlclpatmg local governments. The System is a defined benefit retirement
plan designed to fund current pension costs as they accrue and to cover any past service costs over a 40-
year penod '

The System has been estabhshed and is govemed by the respective sections of Chapter 49 of the Utah.
Code Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides for the
administration of the Utah Retirement Systems and Plans under the direction of the Utah State
Retirement Board (Board)' whose members are appointed by the Governor. The System issues a
publicly ‘available financial report that includes financial statements and. requlred supplementary
information. A copy of the report may be obtained by writing to the Utah Retirement Systems 540 East
200 South, Salt Lake City, UT 84102 or by calhng 1- 800—365 8772.

| ‘ The Dlstnct is legally obhgated to contribute to the retirement systems as long as they have employees'
' meeting membershrp requrrements _ :

" The ] District contnbuted 11 09% for the perlod begmmng January 2006 through June 2006, and 11.59%
for the period beginning July 2006 through December 2006 of each participating employee’s salary to

the Public Employees Retirement System. The contribution rates are actuanally determmed rates and
are approved by the Board as authonzed by Chapter 49. S ‘ ‘

The- District’s contributions to the Local Govemment Noncontnbutory Retlrement System for 2006,
2005, and 2004, were $52,563, $50,373, and $45 320, respectlvely The contributions were equal to the .

required contributiens for each year ‘
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MIDVALLEY‘ IMTROWMENT DISTRICT =
"N OTES TO FINANCIAL STATEMENTS (Contmued)

NOTE 6 RETIREMENT PLAN (Continued)

The Dlstnct s contributions to the 401K Plan (Contrlbutory) for 2006, 2005, and 2004 were $27 202
$26,663, and $25,673, respectively and, the employee contributions for 2006 2005, and 2004 were

", 813,175, 814,075, and $15,000, respectively.

Full-time employces and part-time employees workmg an average of 20 hours or more each week and

o who receive benefits normally provided by the District participate in the System immediately. - The

District follows the rules established by the Utah State Retirement Systems for ehglblhty, vcstmg and

‘ beneﬁt prov151ons

NOTE 7

NOTE 8

NOTE 9

‘ FUTURE CONSTRUCTION

The District is obligated to contribute to the replacement and upgrade associated with the expansion of

the South Valley Water Reclamation Facility during the next three years (2007 through 2009). Planned -
expenditures for this purpose are projected by’ management at approximately $2,600,000. The District |
has designated $2,600,000 of unrestricted net assets for the planned expansion. ° .
SUBSEQUEN T EVENTS

The District 'estabhshed an impact fee on new construction commencing after January 3 l; 2007 3

The Distrct institdted a property tax mil rate of 0008 to be levied in the 2007 tax year. - .

RECLASSIFICATION

‘ ‘Certam amounts in 2005 have been reclassified to conform to the 2006 presentatlon
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‘ ‘
- Jensen & Keddmgton P.C.

Certlfled Public Accountants -

REPORT ON INTERNAL CONTROL OVER Jefirey B, Jensen, e
Gary K..Keddington, CPA
' FINANCIAL REPORTING AND ON COMPLIANCE  go. ¢ Crristensen, CPA
" AND OTHER MATTERS BASED ON AN AUDIT  Jeffrey B. Hil, CPA
* OF THE FINANCIAL STATEMENTS o
'PERFORMED IN ACCORDANCE WITH

- GOVERNMENT AUDITING STANDARDS

Board of Trustees -
Midvalley Improvement District
Midvale, Utah '

We have audited the financial statements of Midvalley Improvement District, as of and for the year ended December .
© 31, 2006, and have issued our report thereon dated May 21, 2007. We conducted our audits in accordance with’
auditing standards generally: aecepted in the United States of America and the standards applicable to financial
audits contained in Government Audmng Standards, issued by the Comptroller General of the United States

Internal Control Over Financial Reportmg
In planning and performmg our audit, we considered Mrdvalley Improvement District’s mtemal control over

financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
general purpose financial statements and not to provide assurance on the internal control over financial reporting.
Accordmgly, we do not express an opinion on the effectiveness of Midvalley Improvement District’s internal
control over ﬂnancral reportmg :

: Our con31derat10n of mternal control over financial reporting was for the limited purpose descnbed in the preceding
paragraph and would not necessanly identify all deficiencies in internal control over financial reporting that might
be significant deficiencies or material weaknesses. However, as discussed below, we identified a certain deﬁmency
in internal control over fmancral reportmg that we consider to be a significant deficiency. :

A control deﬁclency ex1sts when the demgn or operatxon of a control does not allow management or employees in-
the normal course of performmg their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects
Midvalley Improvement District’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood that a .
~ misstatement of Midvalley Improvement District’s financial statements that is more than inconsequential will not be
prevented or detected by Midvalley Improvement District’s internal control. We consider the deficiency descrlbed
‘in the followmg paragraph tobea srgmﬁcant deﬂc1ency in mtetnal control over ﬁnanc1a1 repomng '

The D1stnct has a lack of proper segregatlon of duties in the accountmg area. This is mherent due to the size of the
District Office. For details of thJS srgmﬁcant deficiency, refer to the Schedule of Fmdmgs and Recommendatton&l :
section of this report. ‘ .

Our consideration of the internal control over ﬁnancxal reportmg was for the limited purpose described in i the ﬁrst -
paragraph of this section and would not necessarily identify all deﬁcrencres in the internal control that might be

~ significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also-

" “considered to be material weaknesses. However, we. do not beheve that the srgmﬁcant deﬁcrency descnbed above is

a material weakness. - :

Telephone (801) 262-4554 18 . 5292 So. College Dr., Suite I"él
Fax {801} 265-9405 - o .. Sait Lake City, Utah 84123 "



Compliance @~~~ , , : . S

As part of obtaining reasonable-assyrance about whether Midvalley Improvement District’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, -
contracts and grants, noncompliance with which could have a direct and material effect on the determination of
financial statements amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing Standards. )

This report is intended-sdleiy for the information and use of management and the Board of Trustees and is not
intended to be and shquld not be used'by anyone other than these specified parties.

May 21, 2007
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- above .

RS Jensen & Keddmgton P.C.

Certﬂled Publlc Accountams

INDEPENDENT AUDITOR’S REPORT Jeffrey B. Jensen, CPA
ON STATE OF UTAH Gary K. Keddington, CPA )
Brent E. Christensen, CPA
LEGAL COMPLIANCE Jeftey B Hil, CPA

Board of Trustees .
Midvalley Improvement Dlstnct
Midvale, Utah ' .

We have audited the financial statements of Midvalley Improvement District, for the year ended December 31, 2006
and have issued our report thereon dated May 21, 2007. Our audit also included testwork on the District’s.

compliance with those general comphance requirements identified in the State of Utah Legal Complzance Audzt ‘
Gulde mcludlng ‘ ‘

Public Debt
‘Cash Management . -
Purchasing Requirements .
. Budgetary ComplianCe
. Special District - ‘
- Other General Comphance Issues
; Impact F ecs and Other Development Fees

The Dlstnct d1d not receive any major or NoNmajor grants dunng the year ended December 31 2006

- The management of Mldvalley Improvement District is responsible for the Dlstnct’s comphance with all

compliance requirements identified above. Our responsxblhty is to express an oplmon on compllance with those

: requxrements based on.our audit.

We conducted our audrt in accordance with auditing standards generally accepted in the Umted States of America -
and Government Audltmg Standards, issued by the Comptroller General of the United States. Those standards -
require that we plan and perform the audit to obtain reasonable assurance about whether material noncompliance
with the requirements referred to above occurred. An audit includes examining, on a test basis, evidence about the
District’s compliance with those requlremenls We belicve that our audit provides a reasonable basis for our

. opmlon

The results of our audlt procedures dlsclosed no instances of noncomphance w1th the requrrements referred to

'In our oplmon, Mldvalley Improvement Dlstnct comphed, in all materlal respects w1th the general comphance

requirements 1dent1ﬁed above for the year ended December 31, 2006

Immrkawn,th-

May 21 2007 .-

- Telephone (801) 262-4554 - | 20 - 5292 So. College Dr., Suite 101°
- Fax (801} 265-9405 . ) ) Salt Lake City, Utah 84123




MIDVALLEY IMPROVEMENT DISTRICT -
' SCHEDULE OF FINDINGS AND RECOMMENDATIONS
For The Year Ended December 31,2006 ‘

FINANCIAL STATEMENT AUDIT FINDINGS
1. SEGREGATION OF DUTIES (Significant Deficiency)

Finding - :
There is a lack of segregation of duties in the District’s accounting system. Certain individuals have access to
both physical assets and the related accounting records, reconcile accounts, prepare reports, ‘and have access to
all phases of transactions. This finding is inherent due to the size of the District’s office staff A sumlar fmdmg ‘
was noted in the pnor year. . : -

Recommendatlon

The District should constantly monitor the existing mtemal controls and update internal controls as requlred It
was noted that all checks require two signatures and that the Board of Trustees reviews expenses during their-
monthly me¢ting. We recommend that the District continue to use the internal control policies established.

STA’_fE OF UTAH LEGAL COMPLIANCE FINDINGS

None
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Improvement
District

formerly known as SLC Suburban Sanitary District # 2

May 16,2007

Jensen & Keddington

5292 South College Drive
Suite 101 -
Murray, UT 84123 .

To Whom It May Concern:

The resuits of your audit procedures disclosed the following immaterial instance
of non-compliance with the Government Standards. :

Finding 1

There is a lack of segregation of duties in the Dlstrlct’s accountmg system .
Certain individuals have access to both physical assets and the related accounting
records, reconcile accounts, prepare reports and have access to all phases of -
‘transactlons This is mherent due to the size of the District office. : 1

' Your Recommendatlon

We have observed that the District has good internal control policies in place that
minimize the segregation of duties problem. We recommend that the Dlstrlct
continue to use the mternal control policies established.

Response : |

Because of ihe size of the office, this finding is always shown on the District’s
report. Internal Control Policies were studied carefully before they became
office’ policies and proeedures The office staff complies with the recommendcd

pohcnes

e Cordially,‘

| MIDVALLEY IMPROVEMENT DISTRICT

{11., Léfid 7{ Jrnd’(

Sondra F. Smlth

??

P.O. Box 145 + 160 East 7800 South « Midvale, Utah 84047 » 801-255-7321 « 801-562-2513 Fax -



